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6300 Bridge Point Parkway, Building 2, Suite 105
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Tait, Weller & Baker, LLP
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1818 Market Street, Suite 2400 Philadelphia PA 19103
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OATH OR AFFIRMATION

Mark A. Coffelt , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the fiem of

Empiric Distributors, Inc. , as

of

December 31 ;20 07 are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprictary interest in any account
classified solely as that of a customer, except as follows:

This report ** contains (check all applicable boxes): >,
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President
Title

Notary Public Wreds,  HEATHER L. MCASHAN
7% Notary Public, State of Texas
My Commission Expires
February 23, 2011
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(a) Facing Page.

(b) Statement of Financial Condiltion.

(c) Statement of Income (Loss).

{d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation ol the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,

(1) An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found Lo have cxisted since the date of the previous audit,

x (0) Auditors' Report on Internal Control.
** For conditions of confidential treatment of certain portions of this filing. see section 240.17a-5{e)(3).
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Tarr WELLER & BAKER LLP
Certified Public Accountants

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Shareholders
Empiric Distributors, Inc.
Austin, Texas

We have audited the accompanying statement of financial condition of Empiric Distributors, Inc. as of
December 31, 2007, and the related statements of income (loss), changes in ownership equity, and cash flows
for the year then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934.
These financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opimon.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Empiric Distributors, Inc. as of December 31, 2007, and the results of its operations and its cash
flows for the year then ended, in conformity with accounting principles generally accepted in the United States
of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements, taken as a
whole. The information contained in Pages 3, 4, 6 and 7 is presented for purposes of additional analysis
and is not a required part of the basic financial statements, but is supplementary information required by
Rule 17a-5 of the Securities and Exchange Commission. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.

//a:ﬁ, u)ﬂm & Rakoy, LLP

Philadelphia, Pennsylvania
February 25, 2008



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER Empiric Distributors, Inc. N 3
]
AR

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYIRG, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

as of (MM/DD/YY) 12/31/07 %
SECFLEND. B~53747 9

Consaolidated 193
UﬂconsolidateL I X l 99
flowable Non-Allowable Jotat

1. Cash $ 1,405 [2007) $ 1,405 [750])
2. Receivables from brokers or dealers:

. 295
B. Other ... 300 |3 550 6,050 810
3. Receivable from a00-CUSIOMENS .........cc..ocorevevecnnenns 355
4. Secwities and spot commodities
owned at market valye:
A. Exempted Securities ..o, 147,111 a8
B. Debt securities 419
C. Options..... . a2 |
0. Other securities ..... 424
€. Spot commodities ..............c.........
5. Securities and/or other investments
not readily marketable:
A. Atcosty § 130
8. Al estimated fair value | 440 |
6. Securities bomowed under subordination
agreements and partrers’ individual and capital
securities accounts, at market valye: | 460 | l 630 ] 480
A. Exempted
securities § 159
8. Qther
securities § 160
7. Secured demand NOES: ........coeveversemcaemsmsenseecetemiens 470
Market vatue of collaterat:
A. Exemgted

securities $ i 170 |

8. Other
securities $ ] tsai
8. Memberships in exchanges:
A. Owned, at
market  $ 190

B. Owned, atcost..... . [0 ]
| 660 I

147,111 [ese |

-t
5
=

610 40

g

290

C. Contributed for use of the company, at
market value ..
9, lavestment in and receivables from aftifiates,
subsidiaries and associated partnerships .................. [a80] 670 AT
10, Property, turniture, equipment, leasehold
improvements and nights under lease agreements,
at cost-nel of accumudated depreciation and
AMOFLZADON .......ooemmeeeermerereececemreenremma saen sres st et e 430 680 |3} 920
11. Other assets 535 735 930
12 TOTALASSETS oo e e 28__154,566 540 % 7401 5_154,566 940
) OMIT PENNIES

"

See notes to financial statements.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA
BROKER OR DEALER Empiric Distributors, Inc. asof 12/31/07
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
LIASILITIES AND QWNERSHIP EQUITY
Al Non-A.l
. - . I i l .!.!.es Im.l.
13. Bank loans payable . 3 1045] % [1255]%s § [1a70]
14. Payable to brokers or dealers:
A, Clearance account 114 1315 1560
B. Other o 115 1305 1540
15. Payable to non-customers ... 20840 1158 1355 20.RAD 1610
16. Secwities sold not yet purchased, .
at market valug 1360 | 1520]
17. Accounts payabte, accrued labifities,
expenses and other 2,669 {1205) 1385 2.669 [1685]
18. Notes and moitgages payabie:
A. Unsecured 1210 1699
8. Secured... 1211}, [1330] -, 1760
19. E. tiabilities subordinated to claims
of general creditors:
A. Cash hormowings: [1a00} [1718]
1. from cutsidersY, § [&76)
2. inchedes equiy subordination (15¢3-1(d))
of... $ 980
B. Securities borrowings, at marketvatue ... [1410] I 1720|
trom outsiders s [%ad]
C. Pursuant to secured demand note
collateral agreements [1420] 1730
1. trom outsiders $ [1000])
2. includes equity subordination (15¢c3-1
of ... $ 1010
D. Exchange memberships confributed for
use of company, at market value .................... 1430 | 1740|
E. Accounts and other bomowings not
qualified for net capital purPoses ........oceeeeee. 1220 1440 1750
20. TOTAL LIABILITEES oo $ 23,509 1230] $ 1450 $ 23.500 1760
Ownership Equity
21, SO PROPIIOTS I ..ottt ettt teas e eeme et aees s re e aee s re s eee bt ee e AR LR oo e eren e remre S s $ 1770
22. Partership {fimited partners) .........oooooooerocnees i [1020}) 1780
23. Corporation:
A, Preferred stock - . 1N
B COMMINON SEOCK .ooooooceors oo eoeeeeeeeeeoeeeeeee s et csensesereeeee oo eesmee 50+ seeeceeere s s s erere s e sssemsee s e - 10,000 1792
C. Additional paid-in capital ........ 69,529 17493
D. Relained eamings . 51,528 1794
B OBl oo ar st 131,057 1795
F. LesS CApA] SOCK I WBASUNY ..o o.oituiiccctcrmssst bittercm s beseb e receesesesssses et s s eemmas st seene s sessass s i e s esb e emmare e s 1796
24, TOTAL OWNERSHIP EQUITY ooovovvvve oocevsssivviss oo tississiseeeeeeeeeeeeeeeesee oo eesesesseeeseeseeeereess s oeeoms csenssorses I | 31.057 1600
25. TOTAL LIABILETIES AND OWNERSHIP EQUITY ..ot et eesaceeenn s s 54 . 566 1810

See notes to financial statements.

OMIT PENNIES

Page 2
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A
BROKER OR DEALER Bmpiric Distributors, Inc. asof __12/31/07
COMPUTATION OF NET CAPITAL
1. Tota ownership equily from Statement of Financial Condition 3 131,057 3480
2. Deduct ownership equity not allowable for Net Capial T f JIELEY
2. wmmﬁywhdluﬂetcw ........ 131,057 3500
A. Liabifities subordinated to claims of general creditors allowable in computation of net capital 3520
8. Ofher (deductions) or allowable credits {List} 3525
5. Tatal capita and aflowabte subordinated Sabilites .. ... H 131.057 | 3530
6. Deductions and/or charges:
A, Total non-allowable assets from .
Statement of Financial Condition (Notes B and C) L4 3540
8. Secured demand note delinquency 3590
C. Commodity futures coniracts and spot commodities —
proprietary capital charges 3600
D. Other deductions and/or charges 3610] ( }| 3620
7. Other additions and/or aflowable credits (List) 3630
8. Net capital before haircuts on securities positions s 131,057 3640
9. Haircuts on securities (computed, where applicable, pursaant to 15¢3-1(0):
A. Contractual securities comynitments $ 3660
B. Subordinated securities bomowings 3670
G. Trading and investment securities:
1. Exempled securities 19,681 KV
2. Debtsecurities 373
3. Qptions 3730
4. Other securities kYT
0. Undue Concentration ................. 3650
E. Other (Listy 37| )| 374d)
10. Met Gapital ..., s 111,376 [3750)
OMIT PENNIES

The net capital as reported in the Company's
agrees with the audited net capital reported above.

See notes to financial statements.

Page 3
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER Empiric Distributors, Inc. asof 12/31/07

COMPUTATION OF NET CAPITAL REQUIREMENT

PartA
11. Minimum net capital required (6%,% of kine 19) ] 1,567 7%
12, Minimum dofiar net capital requirement at reporting broker or dealer and minimum net capital requirement

of subsidiaries computed in accordance with Note {A) $ 5,000 3756
13. Net capital requirement (greater of line 11 or 12) s 5,000 3760
14, Bxtess net capital (ine 10 less 13) 3 3770}
15. Excess net capital at 1000% (ne 10 tess 10% of line 19) Z$ ngo%g | 5760]

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total AL, tiabilities from Statement of Financial Gondition 3 23,509 (379
17. Add:

A Drafts tor immediate credtt s [3800]

8. Market value of securiies borrowed for which no equivalent vatue

is paid or credited " 3810

C. Other unrecorded amounts (List) 3 38201 $ 3830
18, Total aggregale indebladness s 23,509 3840
19. Pescentage of aggregate indebtedness to net capital (line 18 + by line 10) % 21 3850
20, Percentage of debt to debt-equity total computed in accordance with Rule 15¢3-1(d) % 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B

21. 2% of combined aggregate debit items as shown in Formuta for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of the date of the net capital computation inctuding both brokers or deaters and consolidated subsidiaries” debits .......... $ 3970
22. Minimum doflar net capital requirement of reporting broker or dealer and minimum net capital requirement of

subsidiaries computed in accordance with Note (A) n$ 3880
23. Net capital requirement (greater of line 21 or 22) 3 3760
24, ExCesS CaPIlAl (N8 10 255 2] ....ooeceoeecetceeccestsensensrsssan s sarsssans s sens s sas s sntsaras e asa s A e ae e srmeet e s 3310
25. Net capital in excess of the greater of:

A. 5% of combined aggregate debit items or $120,000 ... e 3 [3820]

NROTES:

{A) The minimum net capital requirement should be computed by adding the minimum doliar net capital requirement of the reporting broker dealer and, for each

subsidiary to be consolidated, the greater of:
1. Minimum doflar net capital requirement , or
2. 6%,% of aggregate indebtedness or 4% of aggregate debits if aliernative method is used.

(8) Do not deduct the value of secusities borrowed under subontination agreements or secured demand note covered by subordination agreements not in satistactory form
and the market vatues of memberships in exchanges contributed tor use of company {contra lo item 1740) and pariners’ securities which were included in non-aflowable
assets.

(C) For reposts filed pursuant to paragraph {d) of Rule 17a-5, respondent should provide a list of material non-allowable assets.

See notes to financial statements.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART {IA

BROKER OR DEALER Empiric Distributors, Inc.

For the period (MMODYY) tront,_1/1/07 [393310_12/31/07 (3533
Number of months included in this statement 12 3921
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissions:
a. Commissions on transactions in exchange tisted equity securities executed on an excﬁange R | 110,384 393
b. Commissions on listed cption transactions 9 3938
€. Al other seaurities commissions 3939
d. Total securities commissions 3940
2. Gains or lasses on fimn securities frading accounts
2. From market making in options on a national securities exchange ............ooovovees it vt sree s eeng et on 3945
b. From ail other trading 3949
¢. Total gam (oss) 3950
3. Gains or losses on fim securities Investment accounts {9,635) {392
4, Profit (loss} from underwriting and sedling groups ... 3955
5. Revenue from sale of tnvestment company shares 39710
6. COMMOGIES MOVENMUE ... ooooooooooeeeecereeesem e errars e ess s rsnsean 38%0
7. Fees for account supervision, investmant advisory and administrative services 3975
8. Otherrevenue ... 3945
9. TOLA FEVEIRIE ......coon vt smcrssnnsemsensemsenm e cmsrmrrssnrssesnerecsnersersssressaesscrsecns 4030
EXPENSES
10. Salaries and other employment costs for general partners and vating stockholder oftiCers ..o 4120
11. Other employee compensation and bensfits e ettt s e M5
12. Commissions paid to other broker-dealers .. 18.733 4140
13, Interest BXpense ... ccomiericeeeeeens e 4075
a. [nctudes interest an accounts subject lu subordlnatmn agreemen!s
14, Regulatory fees and expenses 2 350 4195
15, Other expenses ...... 60,927 400
16, Total expenses ... ettt eepesssreeeasm e om et e s $ 82,010 4200
NET INCOME
17. Income (loss) before Federal income taxes and items below {Item 9 less ltem 16) H 87,824 4210
{8, Provision for Federal income taxes {lor parent ORly) o..oooovevevevnreenees b7 4220
19, Equily in eamings (losses) of unconsolidated subsidiaries not included abnve 4222
a. After Federal income taxes of ... eecees {4338)
20, ExXtraordinary QA5 (IOSSES) -ovurrrmeveermes cememas asemseressmsessesserasenssemeseseaens ] 4224|
A, After Federal BCOME BIXES OF ... ... ooiocroeecreemecemmeseeecneismaceececosmerescecems e ecesssmceeemee soecers {4239)
21. Cuminative effect of changes in acCoUNtNG PUACIBIES ..ot ee e e see s s ram s emm s o saremssmes ssas e 4225
22. Net income {l0ss) alter Federal ingome taxes and eXtraordinary MEMTS ...t e emee s iss s sin s e i $ 87,824 4230
MONTHLY INCOME
23. Income {current month only) betore provision lor Federal income taxes and exasrdiNary HEMS ..o e 3 4211

See notes to financial statements.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER Empiric Distributors, Inc,

For the period (MMDOYY) from _1/1/07 o _ 12/31/07

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIEYORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, beginning of period $ 169,233 &4
A Netincome (loss) B/.824 4250
8. Addiiors (Includes non-conforming capital of %8 (4262 ]) 4260
C. Deductions (Includes non-conforming capital of s _(126,000) anz)y _(126,000) 4270
2. Balance, end of period {From item 1800) ..... s 131,057 [42%0)
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
3. Balance, beginning of pesiod 28 4300
A. Increases . 4319
8. Decreases 4320
4 Batance, end of pEriod (FIOM GEM 3520 ....oo.. ..o cvrescrressrerssssasecnssseeresrcsserecsrsschsrssasebensinsms srtes s sri s esae s ot staness s sres as s sbnns branbadsabi1es 3 [@330)

OMIT PENNIES

See notes to financial statements.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA
BROKER OR DEALER Empiric Distributors, Inc. asof __12/31/07
EXEMPTIVE PROVISION UNDER RULE 15¢3-3
24. H an exemplion fram Rule 15¢3-1 is claimed, identity below the section upon which such exemplion is based (check one only)
A. (K1) — $2.500 capitat category as per Rute 15¢3-1 ...{.2,.000) X 550
B. (X){2){A) — “Special Account for the Exclusive Benelit of customers™ maintained 4560
C. (K{2)(B) — Al customer transactions cleared wough another broker-dealer on a fully disclosed basis.
Name of clearing firmYy, | 4335 ] 4570
0. {(1){3) — Exempted by order of the Commission (include copy of letter} 4580
Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the cext six months
and accruals, {as defined helow), which have not been deducted in the computation of Ket Capital.
Type of Proposed Amount to be
Withdrawal or Withdrawn {cash (MMDDYY) Expect
Accrual Insider or amount and/or Net Withdrawal or to
{5ee bhelow Outsider? Capital Vatue of Maturity Renew
for code } Name of Lender or Contributor {In o7 Out) Securities) Date (Yes or No)
% [4600] I“OII (4602 ] ]4603] HGM] |4505|
k") |4610I {‘611[ (4612] |4613| I4614| |4615|
% [4520] fas21] {4527 [a623] [4524] |
hY [463a] fa631] [4637] {4633] [4534] |4635]
s |4540| |4641| [464Z] Im! [4644] [4545]
Totat $'% 4699
GMIT PENNIES

Instructions: Detadl Listing must include the total of iters maturing during the six month period following the report date, regardiess of whether o7 not the capital contribution is
expected to be renewed. The schedule must aiso include propased capital withdrawals scheduled within the six month period following the report date inchuding
the proposed redemption of stock and anticipated accruals which would cause a reduction of Net Capital, These anticipated accruals would include amounts of
bonuses, partners’ drawing accounts, taxes, and interest on capita), voluntary contritntions Lo pension or profit sharing plans, etc., which have not been deducted
in the computation of et Capital, but which you anticipate will be paid within the next six months.

WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital
2. Subordinated Liabilities
3. Accruals

See notes to financial statements.
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EMPIRIC DISTRIBUTORS, INC.

STATEMENT OF CASH FLOWS

Year ended December 31, 2007

INCREASE (DECREASE) IN CASH

Cash flows from operating activities
Commissions received and other revenue
Clearing expenses, filing fees and operating expenses paid

Net cash provided by operating activities
Cash flows from financing activities
Dividends paid
Net cash used for financing purposes
Net decrease in cash
Cash
Beginning of year

End of year

RECONCILIATION OF NET INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Net income

Loss on investments

Increase in accounts receivable
Increase in accounts payable
Increase in accrued expenses

Net cash provided by operating activities

See notes to financial statements.
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$ 179,055
(63,501)

115,554

(126.000)
(126,000)

(10,446)

11,851

31403

$ 87,824

9,635
(414)
2,669 .

15,840

$115,554



EMPIRIC DISTRIBUTORS, INC.

NOTES TO FINANCIAL STATEMENTS

Year ended December 31, 2007

(1) BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NATURE OF ORGANIZATION

Empiric Distributors, Inc. (the “Company”), a fully disclosed introducing broker-dealer located in
Austin, Texas, is registered with the Securities and Exchange Commission (“SEC”}, the State
Securities Commissions of Texas and the Financial Industry Regulatory Authority (“FINRAY). The
Company is engaged primarily in institutional and retail securities brokerage services. The Company
began operations August 30, 2002. The Company, formerly Texas Capital, Inc., doing business as
First Austin Investments, changed its name in January 2007,

REVENUE RECOGNITION

Securities transactions and related revenues and expenses are recorded on a settlement date basis.

INCOME TAXES

The Company files its taxes with its parent company, Empiric Advisors, Inc. (formerly known as
First Austin Capital Management).

USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures.  Accordingly, actual results could differ from those
estimates.

(2) REGULATORY REQUIREMENT

The Company is exempt from the provisions of Rule 15c¢3-3 of the Securities Exchange Act of 1934
(reserve requirement for brokers and dealers) as covered in Rule 15¢3-3 (k) (1) in that it does not hold
funds or securities for customers and it promptly transmits all funds and delivers all securities in
connection with its activities as a broker or dealer.

The Company, as a registered broker-dealer, is subject to the Securities and Exchange Commission’s
Uniform Net Capital Rule (SEC Rule 15¢3-1). This rule requires that the Company maintain minimum
net capital, as defined, of at least the greater of $5,000 or 6-2/3% of aggregate indebtedness, as defined.
Net capital and aggregate indebtedness change from day to day, but as of December 31, 2007, the
Company had net capital of $111,376 which exceeded its net capital requirement of $5,000 by $106,376.
The Company's ratio was .21 to | of aggregate indebtedness to net capital.

Page 9




EMPIRIC DISTRIBUTORS, INC.

NOTES TO FINANCIAL STATEMENTS

Year ended December 31, 2007

)

Q)

DUE FROM CLEARING BROKERS

The Company always introduces its clients’ transactions on a fully disclosed basis to its clearing broker
for execution, clearance, and depository operations in accordance with the terms of their clearing
agreement.  In connection therewith, the Company has agreed to indemnify the clearing brokers
pursuant to the terms of its clearing agreement.

CONCENTRATION OF RISK

The Company maintains bank accounts which may exceed federally insured limits. Historically, they
have not experienced any credit-related losses.

Page 10




Tart, WELLER & BAKER LLP
Certified Public Accountants

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

Board of Directors
Empiric Distributors, Inc.
Austin, Texas

In planning and performing our audit of the financial statements of Empiric Distributors, Inc. (the
“Company™), as of and for the year ended December 31, 2007, in accordance with auditing standards generally
accepted in the United States of America, we considered the Company’s internal control over financial
reporting (internal control) as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the Company’s internal control.  Accordingly, we do not express an opinion on the effectiveness of the
Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company, including consideration of control activitics
for safeguarding securities. This study included tests of compliance with such practices and procedures that
we considered relevant to the objectives stated in rule 17a-5(g), in making the periodic computations of
aggregate indebtedness and net capital under rule 17a-3(a){11) and the procedures for determining compliance
with the exemptive provisions of Rule 15¢3-3. We did not review the practices and procedures followed by
the Company in making the quarterly securities examinations, counts, verifications and comparisons, and the
recordation of differences required by Rule 17a-13, or in complying with the requirements for prompt payment
for securities under Section 8 of Regulation T of the Board of Governors of the Federal Reserve System,
because the Company does not carry security accounts for customers or perform custodial functions relating to
customer securities,

The management of the Company is responsible for establishing and maintaining effective internal control
over financial reporting and the practices and procedures referred to in the preceding paragraph. In fulfilling
this responsibility, estimates and judgments by management are required to assess the expected benefits and
related costs of controls. A company’s internal control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles. A company’s
internal control over financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions
of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use or disposition of a company’s assets that could have a
material effect on the financial statements. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.
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Because of inherent limitations in internal control and the practices and procedures referred to above, error or
fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to
the risk that they may become inadequate because of changes in conditions or that the effectiveness of their
design and operation may deteriorate.

A deficiency in internal control over financial reporting exists when the design or operation of a controt does
not allow management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A material weakness is a deficiency, or combination of
deficiencies, in internal control over financial reporting, such that there is a reasonable possibility that a
material misstatement of the company’s annual or interim financial statements will not be prevented or
detected on a timely basis.

* Our consideration of internal control was for the limited purpose described in the first and second paragraphs

and would not necessarily identify all deficiencies in internal control that might be material weaknesses. We
did not identify any deficiencies in internal control and control activities for safeguarding securities that we
consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph
of this report are considered by the SEC to be adequate for its purposes in accordance with the Securities
Exchange Act of 1934 and related regulations, and that practices and procedures that do not accomplish
such objectives in all material respects indicale a material inadequacy for such purposes. Based on this
understanding and on our study, we believe that the Company’s practices and procedures, as described in the
second paragraph of this report, were adequate at December 31, 2007, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC, and
other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers, and is not intended to be and should not be used by anyone other

than these specified partics.
—
/ a.d.l/, uhw(/l X Rabuy LLP

TAIT, WELLER & BAKER LLT

Phitadelphia, Pennsylvania
February 25, 2008
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